In recent years, there is a clear tendency towards increase in economic and political instability at national, regional and global levels. Under increasing instability, banking systems, which accumulate political, macroeconomic and institutional risks, find themselves in the most unfavorable conditions. Herewith the emergence of instability directly in the banking sector of the economy leads to negative consequences of economic development as a whole, and in some cases provokes the sociopolitical crisis. National banks are being seriously tested by time in the conditions of constant economic transformations. Rapid change of the operating conditions, influence of external environment, need for internal transformations cause constant improvement of the banking system.
Ukrainian banking system is a main segment of the financial market and the only source of external financing for a range of important sectors of the economy. Crisis situations in the banking sector became particularly acute in the years 2008-2010 and became the lessons for preventing the crises in future or at least their smoothing. Crisis situation at the level of a separate bank can occur unexpectedly or develop gradually.
Today the problem of the risk essence and its management is one of the most relevant not only in the Ukrainian banking system, but also in the activity of the world banks. In modern times, the Ukrainian banking system operates under instability of national and world market environment, so during the economic globalization, the task of effective risk management in national banks is extremely relevant and it cannot be performed without implementing new forms, methods and instruments for managing the bank risks in the activity of banking institutions.
From the scientific point of view, the risk management system should be based on scientifically rigorous methodology subjectively adapted to the banking activity realities, advanced technologies and world experience in risk management. In the conditions of globalization and integration of banking business, the increased competition and growth of threats for credit security, the task is to increase the own banks' financial sustainability, optimize the relationship between the competing characteristics -risk and profitability.
1.
In their works, many famous scientists pay a significant attention to theoretical and methodological aspects of the development of risk management systems in the banks, in particular, the issue of defining economic essence, functions and tasks.
For example, in their work, Crouhy et al. (2012) consider the methods of risk assessment, modern instruments of risk management, use of modern technologies, change of risk management principles and their regulation. Andersen and Schrоder (2010) are of the opinion that in modern times, there takes place the increased need for effective risk management, herewith the authors state that absent or improper risk management can have damaging consequences for the enterprises and the whole economy. Hopkin (2010) states that the acute need for risk management is stimulated not only by global financial crisis, but also other global events like terrorism, natural disasters, etc. Herewith the author states that the enterprises should take into account all the risks, which affect their activity directly or indirectly.
So, Kornev (2006) defined risk management as a process which implies systematic monitoring and risk management inherent to bank activity . In our opinion, risk management also involves risk monitoring. Kireitsev (2001) understands risk management as risk management system, which implies use of methods and instruments directed at identifying risks, calculating the probability of their emergence, assessing and smoothing. Starostina and Kravchenko (2004) define risk management as management of the whole organization or its separate subdivisions taking into account risk factors based on the special procedure of their definition and assessment, exchange of information about risk and control for the results of using these methods.
In the ISO document "Working Draft for ISO Guide. Risk Management Terminology" (2009), risk management is defined as follows: "concerted activity regarding management of the organization and its control taking the risk into account". Prymostka (2004) defined bank management as a science about safe and effective system for managing all the processes and relationships, which characterize the bank's activity. The increase in profitability and decrease of risk are the two main directions of bank management.
So, considering that the responsibility for system functioning, reaction to risky situation and making the corresponding decisions is the competence of management, it can be stated that bank risk management in its broad sense is a part of bank management, thus, general bank management.
In turn, Sifumba et al. (2017) state that risk management is one of the most important issues being key for business success, but can negatively affect the profitability if not realized properly.
Shyrynska (1998) defines the aim of risk management when organizing a certain process of effective management of these risks with the help of establishing strict limits separately for every type of risks, which must be obligatorily observed. It means that as we see, the author understands the aim of risk management as smoothing the risks the banking institution will take. But if to think in detail about the consequences of the bank's position concerning smoothing or avoiding risks, this will first of all lead to losing some share in the market, as all the bank operations can be considered risky, it means while achieving this aim, it will be necessary to refuse from performing the riskiest operations or refuse service, in particular lending to risky clients. This in turn will stimulate the adoption of aggressive marketing policy. Thus, the risk itself is not a negative phenomenon, but the incorrect estimate and risk management. Drogalas et al. (2017) state that the main task of business management is to constantly monitor the risks and implement the practices of their management. Besides, the authors state that the enterprises should use internal audit as a key instrument of effective risk management.
At the same time, taking into account the achievements of fundamental and applied researches, insufficient attention is paid to separate theoretical and methodological, and applied aspects of defining main stipulations for organizing the risk management system in banks, implementation of international risk management standards. There is still a debate concerning the issue of specifying the methods and instruments of risk management; improvement of scientific approaches to bank risk assessment, which are not subject to quantitative assessment; formation of new business models of banks to support the allowable risk in their activity.
2.
The research method is based on systemic and dialectical approaches to scientific understanding of bank risk management as an important segment of the banking institutions activity. A range of modern research methods was used to achieve the aim of the paper. In particular, when studying the process of bank risk management, the methods of scientific abstraction, analysis and synthesis were used. In the process of studying the modern realities of bank risk management, patterns and contradictions of its development, empirical methods were used, namely statistic observations, comparison, statistic methods of collecting and processing the information, and systemic and structural analysis.
The informational background of the study are the official statistic data of the National Bank of Ukraine and annual reports from banking institutions, results of researches of Ukrainian and foreign scientists.
3.
Risk management has long been recognized abroad as the effective instrument of modern management. Herewith, nowadays, risk management should be defined as one of the main directions of modern bank management that would study the problems of managing the banks taking into account different risks, the task of which would be to create an effective risk management system based on some concepts, laws, principles and methods.
Risk management is quite dynamic, as the increase of its effectiveness directly depends on how rapid is the reaction to any changes in economic and financial situation. That's why it is necessary to understand the effective risk management, so it is necessary to be able to use the techniques and methods for assessing, identifying and effectively managing bank risks. Risk management involves strategy and tactics of management.
At the moment, the top managers of the banking institutions still do not understand aims and functions of risk management, which leads to incompatible things from the point of view of corporate governance such as risk management by internal audit service or, vice versa, performing the control functions by the risk management subdivision. That's why lately enterprise risk management attracted unprecedented interest and worldwide attention. The growing interest in ERM is explained by a range of challenges in business, beginning from global financial crisis, corporate frauds and scandals, and banks' collapse (Soliman & Adam, 2017) .
Diagnostics of the existing national practice of risk management in banks still points to formal nature of risk management system because of absence of integration between structural subdivisions and lack of differentiation of their duties and powers in supporting the process of bank risk management. There also emerge difficulties in clear formulation of aims and tasks of risk management, choice of appropriate instruments for optimizing the level of risks.
In the pre-crisis period, Ukrainian banking institutions have already organized some elements of bank risk management, but as time went by, it became clear that it is not enough. This can be explained by the absence of a unified methodological basis of bank risk management, bank control, financial planning, interest rate and limit policies.
Defining the place of risk management in the model of business processes in the bank is the main strategic moment, which defines the bank's strategy. Kuzmak (2011) assumed that the strategy of any bank should provide for qualitative changes in management standards at the technological level, and meeting new targets, the main prerequisite of which is the effectively functioning integrated risk management. That's why strategic aims should be established not as part of "paper risk management", but for bank risk management process complaint with all international standards. It is necessary to effectively manage the risks instead of avoiding them, but at the same time, it is necessary to take into account that they all are connected to each other. Therefore one of the main tasks every bank faces is to learn to assess risks, show them properly in management information, work with them systematically. The issue is also relevant among the foreign scientists. One can see that according to these authors, the number of stages of bank risk management has increased, in particular, there emerged the stage such as choice of risk management method, which, in our opinion, is quite appropriate, but we cannot agree that the stage of risk monitoring is not included, as it is a quite important moment for every bank. The same is for control.
In our opinion, to clearly understand the essence of bank risk management, seven stages of bank risk management should be defined for banking institutions (see Figure 1 ).
At the first stage, the responsible bank employees should define the essence and classification of risks that can emerge during the bank's activity, and strategic and tactical aims of the bank concerning managing the banking institution taking the risks into account.
At the second stage, bank managers obtain the information for identifying the risks. The identification should be understood as acknowledgement and understanding the existing risks and the risks, which can emerge in future. In its essence, definition of risks is a continuous process and is performed at the level of bank's structural subdivisions.
After the risk is defined, it should be identified, it means it should be assigned to one of previously defined classification groups. The difficulty of performing this stage of bank risk management depends on the source of emergence and size of the risk. The identification of risk is necessary, but not sufficient procedure.
The third stage involves risk assessment, it means quantitative measurement (quantification) of defined risks, during which characteristics are defined such as probability and brunt of possible consequences. Herewith, the system of limits from risks, which can be quantitatively assessed, is also developed. Such assessment should also define the allowable limits for every type of risk.
The fourth stage involves choice and use of methods and techniques for affecting the risks for minimizing or avoiding possible unfavorable consequences. If the taken risks are allowable, bank manage-ment can only perform control, thus, pass to sixth stage of bank risk management. Also in some cases banks can use methods for avoiding risks. At the fifth stage, it is necessary to monitor risks, which means independent system of risk assessment and control, which is performed through internal and external audit and analytics. Monitoring is aimed at timely observation of risk levels. At the sixth stage, one of the effective elements of management is control for subdivisions' activity, which will provide for effectiveness of risk management system, accuracy and validity of information. The control involves establishing the limits and informing the executants about them with the help of stipulations, standards, procedures. At the seventh stage, bank managers should make conclusions and offers for future. That's why the necessary conditions for effective management are training of qualified managers of banking institutions, presence of knowledge and skills concerning using the risk management methods. Summing up the abovementioned, let us note that effective organization of risk management system is a prerequisite of bank safe management, which in turn contributes to strengthening the Ukrainian banking system as a whole and speeding up its integration in international banking society.
To assess the level of Ukrainian banks' financial sustainability, let's analyze the main financial indicators of Ukrainian banking institutions (see Table 1 ).
Beginning from 2014 in Ukraine there is observed destabilization of both the banking system and financial sustainability of the state as a whole, the reasons for which are political, financial, economic and banking crises. The amount of banks in 2017 was 88, it means beginning from 2014, 70 banks were liquidated, which is the biggest number during all history of independent Ukraine. Decreased share of operating banks is a consequence of general economic destabilization, which to some extent forces it, as losses of clients of bankrupt banks (UAH 111 billion as of mid-2016) worsen their financial state and business expectations. There also takes place a decrease in number of bank's operating departments (National Bank of Ukraine, 2016).
The banking institutions' assets were growing till 2014 and have fallen by 3.5% in 2017 and amount-ed to UAH 1,233 billion. Credit portfolio had a tendency towards increase till 2014 and when crisis happened, began to decrease quickly and in 2017, decreased by UAH 399 billion.
here is observed a signi cant decrease of the share of loans in total assets of Ukrainian banks, which is 39.45%. One can observe low quality of assets of Ukrainian banks during 2008-2017, caused by the significant amount of loan arrears. The situation became a lot worse due to significant decrease of GDP of Ukraine in 2014 and devaluation of Ukrainian national currency in the period of crisis by more than 300%, which became the reason for the significant increase of the debt service burden for borrowers who obtained loan in foreign currency. The growth of bank's obliga-tions continued till 2014 and reached UAH 1,168 billion, which is 45% more than in 2008, and till 2017, there is observed an insignificant decrease of banks' obligations by 6.4%.
In 2015, total amount of own equity decreased by 36% in comparison with 2014, which is explained by banks' unprofitability as of year-end 2014. The decrease in profitability of the banking business can be explained by losses in banking activity during 2013-2017. Optimal value of the indicator "return on assets" can be from 1 to 1.5%. Instead, provided the losses of banking system, the value of this indicator will be negative.
In 2014, the significant crisis relapse was provoked by political and economic events in the country's life. The decrease in value of return on assets and return of equity of Ukrainian banks shows the general worsening of banking system financial situation, which in turn leads to significant increase in bank risks. The level of loan arrears in 2016 sharply increased by 36 times in comparison to 2008, especially, the significant increase took place in 2015-2016, which can be explained by political and financial crisis, outflow of deposits due to sharp increase of population's distrust to the banking system, as a result of the significant number of liquidated banks. Accordingly, the reserves for active operations and for recovery of possible losses during lending operations also had a tendency towards significant increase.
From Figure 2 , one can observe the significant increase of the share of loan arrears in the total sum of loans from 1.3% in 2008 to 24.2% in 2017, it means there was an increase by 22.9% during the mentioned period and in 2017 it reached the highest level.
From 2011, there is observed certain decrease of the share of loan arrears in the total sum of loans by 3.5% till 2014. But in 2014, under the influence of difficult political and economic situation, hryvnia's devaluation, the share of loan arrears increases thrice. Herewith, from 2014, there is observed a decrease of the amount of loans given, which is the basis for returns of banking institutions, which also contributes to unprofitability of banking activity. The negative factors of low quality of credit portfolio of Ukrainian banks are: unregulated armed conflict in the East of the country, which makes impossible the service and return of loans taken by borrowers, which are at the territory beyond the Government's control, constant low level of business activity and negative market expectations of economic entities, slow pace of restoring the occupational level, which limit the demand for loans and decrease creditworthiness and payment discipline of borrowers.
So, economic globalization, increased number of banking services and implementation of new banking products contribute to emergence of new risks in banking institutions' activity. Therefore there is a need for reconsidering the methods of assessment and analysis of financial sustainability and risks of banking institutions. In practice, Ukrainian banking institutions use different methods for assessing their risks. But today there is no a unified methodology for assessing the financial sustainability and risks of banks, as all banks are different depending on aim, size and number of bank products, number of clients, and depending on bank's strategy. The only method used by all national banks is the ratio analysis of economic indicators of NBU.
The Central Bank establishes the indicators for credit risk, which are the element of economic indicators for regulation of banking activity (National Bank of Ukraine, 2017). The state of how the national banks meet the indicators established by NBU is shown in Table 2 .
From the data presented in Table 2 , one can see that national banks fully meet the economic indicators, but taking into account the number of liquidated banks, it can be stated that the level of bank risk is high and the quality of their management is low. Thus, not always meeting the economic indicators by national banks allows to make a conclusion about the level of financial sustainability of certain commercial bank.
But, in the modern risk theory, there is no absolute answer to the question about how to define and assess bank's riskiness. It was demonstrated during the last financial crisis, which showed that the standard approaches recommended by the Basel Committee on Banking Supervision do not reflect the real size of total risk of banks and all the elements of this risk. That's why it is necessary to improve the assessment of banks' riskiness not only at the micro level (at the level of bank), but also at the macro level, i.e. the level of regulator.
All the methods of risk management are based on elements of theory of probabilities and mathematical statistics, which formed the effective instruments for measuring and assessing the risks. Unfortunately, in practice, efficient elementary methods of descriptive statistics, which are effective for assessing risks and their identification at all levels of banking activity, are not used quite in full.
In Tables 3 and 4 , there are presented the calculations of variances of returns/losses based on data from NBU for groups of banks during 2009-2013 (during this period, NBU divided banks into four groups) and 2015-2017 (during this period, NBU defines banks with public share -group 1, banks of foreign bank groups -group 2, and banks with private capital -group 3). All these indicators together can be used for assessing the riskiness of bank groups' activity, namely assessment of probability of getting the returns of certain level (similarly with VAR approach). The coefficient of variation shows the level of risk for unit of average return/loss in the certain group of banks. So, it can be stated that in 2009 in the first group of banks, one hryvnia of loss generated nearly 15% of risk.
Moreover, one can see that in 2013, there took place an increase of risk in all groups of banks, the same is for 2017, which can be explained by financial and political crisis, which escalated dramatically till the end of 2013, and armed conflict in the East of Ukraine. Of interest is the fact that from the calculations, one can state that the decrease of losses of the first group of banks during 2009-2011 led to increase of the level of risk for 1 hryvnia of loss from 15% to 75%. Similar situation can be seen also in 2015-2017, the significant decrease of losses in the second group of banks, i.e. in banks with foreign capital, led to significant increase of risk for 1 hryvnia of loss from 25% to 272%. Getting 1 hryvnia of return of the first group of banks during 2012 generated 45% of risk, and the third group of banks during 2017 -51%, i.e. one sees that the risks of these groups, not considering their profitability, are significant. But the biggest risk is observed in the third group of banks in 2011 and 2013, in which 1 hryv-nia of return generated, respectively, 418% and 300% of risk, i.e. from these calculations, it can be stated that the level of risk management in Ukrainian banks is absent or quite low.
In the context of assessing and measuring risks, the coefficient of asymmetry has the following value in the case when it is positive, high returns are more probable (right "end" of the line of reaching the normal distribution in histograms); and, correspondingly, when it is negative, losses are more probable. Thus, from the calculated data, it can be stated that the returns are characteristic only for the third group of banks in 2012 and fourth group of banks in 2013 (see Figures 3 and 4 ). In the rest of groups of banks during the years 2009-2017, losses are probable, which indicates that risks are high and risk management is quite weak or absent. Moreover, one can see that in the first group of banks in 2012 and 2013, possible losses have slightly decreased compared to the second group, the coefficient of asymmetry of which show, vice versa, the probability of increase of losses in these years, so if in 2001 the coefficient of asymmetry was -1.4, in 2013, its value was -4.1. Acute fluctuations of this coefficient are observed in the third group of banks from -4.3 in 2009 to +4.28 in 2012 and +2.9 in 2017, i.e. this group of banks passed from the probability of losses even to probability of getting returns.
In the context of our study, the indicator of kurtosis (see Tables 3 and 4 ) is offered to be used as follows: the larger the indicator of kurtosis, the less risky is the group of banks. The indicator of kurtosis can be used as supplementary in the situations when the indicator of asymmetry in the groups of banks is the same. Thus, from the performed study, it can be observed that the largest indicator of kurtosis in the fourth group of banks, which during the years 2009-2012 increased almost by four times and was 108.6, has the largest value in all groups of banks during the years under study. Besides, this indicator has acutely decreased during the years 2015-2017, which indicates that the riskiness of all groups of banks increases. This decrease can be explained by the same crisis. According to calculation data, first group of banks is considered the riskiest, as in this group, the indicators of kurtosis are the smallest.
Standard deviation indicates the range of return volatility in the group of banks. Thus, the smaller the standard deviation, the lower is the level of riskiness of income-generating activity in the group of banks. So, according to the calculated data of standard deviation of all the group of banks during the years of study, the lowest level of riskiness of income-generating activity is characteristic for the third group of banks, as during 2015-5017, standard deviation was the smallest. And the level of riskiness of income-generating activity is the highest in the first group of banks, in which during the years of study, the calculated standard deviation is the largest.
Thus, the offered array of these indicators can be used for assessing the riskiness of activity of groups of banks, namely for assessing the probability of getting returns of a certain level. During the years of study, in the majority of groups of banks, losses are probable, which indicates that risks are high and risk management is quite weak or absent. So, the important problem of risk management functioning in the Ukrainian banks activity is low quality of bank risk management. The essence of the offered approach lies in comparing the values of the abovementioned descriptive characteristics on the dynamics in groups of banks (according to NBU classification ), which gives a possibility to assess the riskiness of banks' activity and obtain quantitative characteristics of the risks in the activity of every group of banks.
Such an approach can be used for monitoring the riskiness of banks' activity at the macro level by the regulators for making corresponding decisions, and, in particular, representatives or banking supervision who "should define how some existing or potential problems, which the bank or bank system face, affect the nature and level of risks in this bank. According to the assessment results, the supervisors make plans and define the supervision actions. The supervision based on the assessment of risks is the deepened continuation of supervision function, which is based on risk and is already used by National Bank for some time…" (National Bank of Ukraine, 2004).
But when trying to use risk management in their activity, Ukrainian commercial banks face the need to take into account some circumstances, which make their actions more difficult, in particular:
1) in our society, the risk culture is only at the stage of its formation. A clear example is the distrust to banking sector. One can say that risk culture is present only when the management knows which risks the banking institution faces. Besides, all bank employees should openly discuss and understand the risks;
2) risk management infrastructure is not developed in Ukraine (i.e. institutes and instruments for managing bank risks);
3) size and ratio of different types of bank risks of Ukrainian and foreign banks and motivation for implementing risk management in the activity of domestic banking institutions differ significantly. So, specificity of Ukrainian economy consists in the size of some types of risks and underdevelopment of instruments for protecting from risks. In particular, such specific risks can be unregulated ownership relations, corruption, underdeveloped financial infrastructure, etc.
Bank risk management is the main element of bank management system, and under constant increase in instability of international and domestic financial markets, its value grows significantly. The authors found that one of the main factors of effective functioning of bank risk management is formation of effective risk management process in the activity of Ukrainian banks. There were found problematic tendencies to organizing risk management in the activity of national banks. The authors systematized the problems, which hinder the development of bank risk management in Ukraine. It was found that the main problem of risk management functioning in the national banks activity is low quality of bank risk management. That's why with the aim to improve the activity of banking institutions, the authors offer the methodology for assessing banks' riskiness at the macro level, i.e. at the level of regulator with the help of methods of descriptive statistics. The advantages of using these indicators as an alternative to VAR approach are simplicity of calculations, availability of data for calculations, promptness of use and simplicity of interpretation. Furthermore, this approach gave a possibility to identify the level of riskiness of groups of Ukrainian banks and, correspondingly, the level of quality of bank risk management in these groups. Herewith these calculations showed high risks and quite weak or absent risk management in the banks.
